Why has average income grown in some poor neighborhoods over the past 30 years and not in others? We explore that question and fi nd that low-income neighborhoods that experienced large improvements in income over the past three decades tended to be located in large, densely populated metro areas that grew in income and population. Residential sorting-changes in population and demographics within neighborhoods-could help to explain this relationship.
We contribute to the broad body of research on poverty by looking into why income grew in some poor neighborhoods over the past 30 years and why it did not in others. Just as the poverty of an individual is defi ned in terms of the income, size, and composition of their family, a family's poverty could be infl uenced by the characteristics of its environment. We might expect that the poverty of a neighborhood is infl uenced by its broader environment in much this same way.
We fi nd that poor neighborhoods are more likely to have experienced signifi cant income growth if they are located in growing metropolitan areas, which tend to be large and densely populated. Another key factor appears to be whether a neighborhood undergoes residential sorting, that is, when it experiences changes in population and demographic characteristics. Another notable change in a number of the poor neighborhoods we studied that experienced large growth in incomes was population growth, especially of Hispanic residents.
Low-Income Neighborhoods in 1980
Our analysis consists of identifying which neighborhoods were low-income in 1980, measuring how much their income had grown by 2008, and analyzing a number of variables to see which characteristics of the neighborhoods in 1980 might explain the changes observed in 2008. We focus our analysis on neighborhoods in the 100 largest metropolitan statistical areas (MSAs) of the United States by population as of 1980. We defi ne low-income neighborhoods as those in the lowest fourth, or quartile, of the national distribution of neighborhoods' average household income in 1980. We use Census data for information about the economic and social indicators in these neighborhoods between 1980 and 2008. 1,2 In 1980, the average household income of all low-income neighborhoods was $30,394 (in infl ation-adjusted 2009 dollars), compared to $59,672 for all other neighborhoods.
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(See table 1.) As might be expected, low-income neighborhoods also tended to be less educated, in terms of both college and high school completion, and to have higher incidences of poverty and unemployment. And, consistent with anecdotal evidence, low-income neighborhoods were typically much closer to their metro areas' central business districts (CBDs) and were much more densely populated than other neighborhoods.
How Have Low-Income Neighborhoods Fared since 1980?
While it is possible for all neighborhoods to grow richer or poorer, the rule tends to be one of persistence. Neighborhoods that were low-income in 1980 tend to still be lowincome in 2008 (fi gure 1).
Of neighborhoods in the bottom fourth of the country's income distribution in 1980, 67 percent were still in the bottom fourth by 2008. Only 23 percent made it to the second quartile, and an even smaller 7 percent and 3 percent, respectively, made it to the third and fourth quartiles of the country's income distribution.
Similarly, the highest-income neighborhoods in 1980 were likely to remain high-income in 2008. 4 These results are not entirely surprising, because a location's housing stock and many of its amenities are likely to hold relatively steady over time.
Relative to other neighborhoods, the average low-income neighborhood experienced less progress on a number of economic and social indicators between 1980 and 2008 (table 2).
• Average household income grew much more slowly.
• The gap in bachelor's degree attainment rates widened (although the gap in high school graduation rates narrowed).
• Population levels and population density declined.
Progress on other indicators seemed better, but on these other indicators low-income neighborhoods had more ground to cover. Poverty rates, for example, rose less in low-income neighborhoods than in the middle-and higherincome neighborhoods, but starting levels were much higher. Likewise, unemployment increased as much as in other neighborhoods, but it started out at a much higher level.
Exceptions to the Rule
Despite the general persistence across time, some lowincome neighborhoods do experience income growth. Between 1980 and 2008, almost a third of low-income neighborhoods showed a large improvement in real income (between 50 percent and 200 percent).
On the face of it, these large-improvement neighborhoods do not seem to be so strikingly different in 1980 from the low-income neighborhoods that experienced a small or no increase in income (table 3) . For example, 52 percent of adults in large-improvement neighborhoods were high school graduates in 1980; this was true for a similar 49 percent of adults in small-and no-improvement neighborhoods.
(No-improvement neighborhoods were those in which average household income either shrank or did not grow at all; small-improvement neighborhoods are those in which income grew between 0 and 50 percent.) 5 Unemployment rates were about 2 percentage points lower in 1980 in the neighborhoods that had experienced large improvement by 2008. Meanwhile, average household income was actually slightly lower in those same neighborhoods.
Nevertheless, even though the differences in neighborhood characteristics between the large-improvement and the other low-income neighborhoods were smaller than one might have expected, they were still statistically signifi cant in a variety of models. The one neighborhood characteristic in 1980 that differed a lot between the large-improvement neighborhoods and the other low-income neighborhoods was population density. Large-improvement neighborhoods were much more densely populated, with an average of 30,399 people per square mile, whereas small-improvement neighborhoods had 18,672 people per square mile, and no-improvement neighborhoods had only 12,028.
Over the past 25 to 30 years, large-improvement neighborhoods changed in a number of ways that other low-income neighborhoods did not.
• They grew in population and population density, while no-improvement neighborhoods experienced large decreases on both counts.
• Unemployment held steady, while it increased in no-improvement neighborhoods.
• The share of residents with a college degree increased much more dramatically than in other low-income neighborhoods.
Metropolitan Characteristics that Predict Improvement
Most of the economic and social characteristics of lowincome neighborhoods in 1980 turn out not to be helpful in predicting the neighborhoods' subsequent gains in average household income (table 4) . One exception is population density. The more densely populated a low-income neighborhood is in 1980, the more likely it is to have increased income levels in 2008. It is natural to wonder, given this evidence, whether forces larger than the those operating within neighborhoods could help explain which low-income neighborhoods experience signifi cant income growth.
A few characteristics of the larger metropolitan area are good predictors of income growth in low-income neighborhoods.
• Total population and population density. Lowincome neighborhoods in larger, more-densely-populated metro areas in 1980 were more likely to show significant improvements in income than their counterparts in smaller, less-densely-populated metro areas.
• Education. Metro areas with larger shares of collegeeducated residents in 1980 also predicted, if weakly, a low-income neighborhood's improvement in household income over subsequent decades.
• Income growth. Low-income neighborhoods were more likely to increase their average household incomes if they were located in metro areas whose average household income was increasing.
The relationship between the average household income of the metro area in which a low-income neighborhood is located and that neighborhood's income growth is particularly interesting. One would not have been able to predict the fate of a low-income neighborhood on the basis of its metro area's average household income in 1980. However, income growth in low-income neighborhoods was more likely in metro areas that also experienced income growth. Large-improvement neighborhoods were located in metro areas whose average household income increased by $31,000 over the past 30 years. Meanwhile, no-improvement neighborhoods were more often located in metro areas whose real average household income increased by $21,000, slightly more than the national average for all households. Figure 2 shows the relationship of the metro area's income growth and neighborhood income growth visually. Lowincome neighborhoods in high-growth metro areas (the 25 metro areas with the highest income growth) tended to experience much larger increases in household income than low-income neighborhoods in low-growth metro areas (the 25 metro areas with the lowest income growth).
Residential Sorting
What might explain why income grew more for low-income neighborhoods that were located in metro areas experiencing income growth, but not those in stagnant metro areas? Two potential explanations are residential sorting-changes in population and demographics within neighborhoodsand industry mix, especially as it relates to the employment opportunities available in a metro area.
Residential sorting could explain the relationship if lowincome neighborhoods in high-growth metro areas experienced an infl ux of new residents with high incomes and educational attainment, or alternatively, if low-income neighborhoods in low-growth metro areas lost residents with high-income growth. Industry mix could explain the relationship if the residents of low-income neighborhoods that did not grow were employed in industries that were especially sensitive to the performance of the metro area as a whole.
Although we cannot say for sure, we do fi nd some evidence that supports the residential sorting hypothesis: The population of the median low-income neighborhood in a high-
Figure 2. Income Growth in Metro-Areas and Neighborhoods
Sources: Census Bureau; authors' calculations. Likewise, all low-income neighborhoods experienced increases in educational attainment, but the greatest gains occurred in large-improvement neighborhoods (table 5) . And although all low-income neighborhoods increased their share of Hispanic residents, large-improvement neighborhoods also reduced their shares of both black and white residents. If large improvements in the incomes of lowincome neighborhoods resulted from the infl ow of new, higher-income residents over recent decades, then Hispanic residents were an important part of the infl ow.
Implications
While the economic characteristics of US neighborhoods have been highly persistent over the past three decades, some low-income neighborhoods do, nevertheless, move up the income distribution. Those that experienced large improvements in income over the past three decades tended to be located in large, densely populated metro areas that grew in income and population.
These results indicate that just as an individual's outcomes might be strongly infl uenced by the neighborhood in which he or she resides, a neighborhood's outcomes might be infl uenced by broader trends in the surrounding metro area. Investment and policy decisions aimed at supporting lowincome neighborhoods could benefi t from an understanding of how targeted neighborhoods are infl uenced by the metro areas that surround them. Infl ation-and therefore personal consumption expenditures-accounts for most of the variation in the cost of living and related expenses in our sample metro areas between 1980 and 2010. However, it is important to remember that variation in prices throughout US metropolitan areas remains, even after accounting for infl ation. There are some serious measurement issues related to regional variation in prices. One issue is initial differences in the relative prices of goods and services across cities, for which the Bureau of Economic Analysis has developed a "regional price parity" index. Another issue is that infl ation also varies over metro areas (see Dunne and Fee 2008, "Real Income Growth across Metropolitan Areas.") We cannot address these issues because metro-area-specifi c measures are not available for all our metro areas for our entire sample period. 5. These classifi cations correspond to being below the 17th percentile of changes in neighborhood income, between the 17th and 68th percentile, and between the 68th and 99th percentile. Material may be reprinted if the source is credited. Please send copies of reprinted material to the editor at the address above.
